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2 * * * * *
3 ADMINISTRATIVE LAW JUDGE REED: On the record.

4 Mr. Sasser.

5 MR. SASSER: Thank you, your Honor.

6 Yesterday, there were a couple of transcript

7 requests made, and we have responses available today.

8 The fIrst one was a transcript request from Mr. Stover

9 for a Wall Street Journal article that had been

10 referenced by Mr. Schmalensee.

11 I had provided that to counsel, and I have

12 copies available for the other parties, and I will

13 provide you with a copy as well.

14 AU REED: Thank you.

15 In addition, there was a transcript request

16 niade for some tables that Dr. Schmalensee had refened

17 to, and I have a copy of those tables as well from the

18 transcript request that was made.

19 AU REED: Thank you.

20 MR. SASSER: In addition, yesterday Dr. Christensen

21 was asked to accept a number of figures subject to

22 check. And, if he could, he'd just like to briefly

23 speak to that.

24 MR. GOLABEK: I was just asking, those were

25 Exhibits 3 and 4 respectively?

26 MR. SASSER: Counsel reserved - for AT&T reserved

27 the exhibit numbers. I'm not certain of the exhibit

28 numbers.
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AU REED: Yes. Those were 3 and 4. Thank you.

2 MR. PHILLIP: Three being the article from the

3 Wall Street Journal?

4 ALJ REED: Excuse me?

5 MR. PHll..LIP: Three being the article from the Wall

6 Street Journal?

7 ALJ REED: Yes, yes.

8 LAURITS R. CHRISTENSEN

9 resumed the stand and testified further as follows:

10 ALJ REED: Okay. Dr. Christensen has some

11 corrections to make.

12 THE WITNESS: I was asked yesterday to accept

13 subject to check that for the output growth figures in

14 my Table 1 on page 10 of my report, which has been

15 labeled Exhibit 6, I was asked to accept subject to

16 check that the average rate of growth of output for 1985

17 to 1988 was 3.4 percent per year. And when I checked

18 that and did· the computation myself, I came up with a

19 different figure. I came up with 3.6 percent.

20 AU REED: Okay. Thank you.

21 MS. BURDICK: Because that was in response to my

22 question, your Honor, I want to confmn after

23 recalculating the numbers I used that Dr. Christensen

24 was correct. And I appreciate the clarification on the

25 record.

26 AU REED: Thank you, Ms. Burdick. You had

27 finished with your questioning yesterday?

28 MS. BURDICK: Fortunately for everyone, yes.
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ALI REED: Mr. Faber.

2 MR. FABER: Thank you, your Honor.

3 CROSS-EXAMINAnON

4 BY MR. FABER:

5 Q Good morning Dr. Christensen?

6 A Good morning.

7 Q My name is Joe Faber, and I represent the

8 California Committee for Large Telecommunications

9 Consumers, and I have a few questions for you this

10 morning.

11 Am I correct that you presented information to

12 the FCC in Docket 94-1 regarding LEC telefactor

13 productivity?

14 A Yes.

15 Q And on page 7 of your Exhibit No.3 - I'm

16 sorry -- Exhibit No.6, Attachment 1, you say that you

17 recently performed a TFP study of the LEC industry for

18 liSTA; do you see that?

19 A Yes, I do.

20 Q Was that the study that you presented to the

21 FCC?

22 A Yes.

23 Q And is the study that you referred to on

24 page 7 the one that is attached as Appendix 1 to your

25 testimony?

26 A There were two different studies that I

27 submitted. The fIrst was submitted in May of 1994,

28 which is not what is shown here as Appendix 1.
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There were subsequent updates and revisions to

2 the original study, and that revised study was submitted

3 early in 1995 to the FCC. And that's what appears as

4 Appendix 1 to my report.

5 Q That is the document that's -- that we'll call

6 the 1993 update?

7 A Yes.

8 Q And I actually have in front of me a copy of a

9 transmittal to the FCC dated January the 20th from USTA

10 stating, "Attached is a copy of this 1993 update."

11 Was that the transmittal that you referred to

12 earlier in 1995?

13 A It is.

14 Q Now, the study bears your name and that of two

15 others, Phillip Schoech?

16 A Schoech.

17 Q And Mark Meitzen. They are colleagues of

18 yours at your fum.?

19 A Yes, they are.

20 Q Did they work: with you in preparing this

21 study?

22 A Yes.

23 Q Are either of them in the room today?

24 A Yes.

25 Q Which of them are here?

26 A Dr. Meitzen.

27 Q What is Dr. Schoech's background, if you could

28 tell us briefly?
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A Sure. Dr. Schoech is a Ph.D. economist. He

2 was my graduate student. He came to the University of

3 Wisconsin in, I believe it was, 1973 when I was a

4 professor of economics there.

5 He studied and did his doctoral dissertation

6 under my supervision in the area of productivity

7 measurement, and he worked for me at that time as well

8 as a research assistant, and, subsequently. as an

9 associate at my flI'Ill, Christensen Associates.

10 Q And for Dr. Meitzen, can you briefly describe

11 his background for us?

12 A Yes. Dr. Meitzen is also a Ph.D. from the

13 University of Wisconsin. He was not, however, my Ph.D.

14 student.

15 Dr. Meitzen, after getting his Ph.D., served

16 for some years as a professor of economics in I believe

17 it was Eastern Michigan University. Subsequent to that,

18 he spent some years at Southwestern Bell Telephone

19 Company. And for the last five years he's been an

20 associate of mine at Christensen Associates.

21 Q Now, specifically referring to this 1993

22 update. can you tell us whether you were directly

23 involved in drafting it, or did one of your two

24 associates draft it for you?

25 A I was directly involved in drafting it.

26 Q Now, that study, the 1993 update, is the basis

27 of your recommendation today that the Commission

28 conclude that there' s a TFP differential of 2 percent;
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is that right?

2 A Well, as I said yesterday, that's a major part

3 of my basis, yes, but not the sole basis.

4 Q The -- let me back up for a second.

5 Have you had an opportunity to read all of the

6 testimony that's been submitted in this case before the

7 Public Utilities Commission?

8 A No.

9 Q Have you read all of Dr. Selwyn's testimony?

lOA I believe so. I've read his initial testimony

11 and his reply testimony.

12 Q All right. And Dr. Schmalensee's, did you

13 read his original and his reply testimony as well?

14 A No.

15 Q How about Dr. Duncan, did you read his

16 testimony?

17 A Yes, I did.

18 Q Both the original and the reply?

19 A Yes.

20 Q Now, this 1993 update that we're talking

21 about, I'm going to ask you a number of questions about

22 it.

23 First off, though, can you explain bow it was

24 that the 1993 - I'm sorry -- that the January 2~

25 1995 submission changed what had been submitted in

26 May 19941

27 A Yes, there were changes of two natures. And I

28 might just say the end result, before I go into the
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details, in the original TFP study, my finding was that

2 for the differential between LEe total factor

3 productivity and U.S. economy total factor productivity

4 over the 1984 to 1992 period -- which is usually

5 referred to as the post-divestiture period -- I found a

6 TFP differential of 1.7 percent. ]

7 And in the update, that number was revised

8 upward for 2.1 percent per year.

9 And the revision took -- reflected two

10 things. Primarily, the flISt was that subsequent to my

11 fIling the study with the FCC in May of 1994, the U.S.

12 Bureau of Labor Statistics revised their TFP growth

13 figure for the U.S. economy. So when we then looked at

14 the period, post-divestiture period, rather than

15 being .9 percent per year, that figure became .3 percent

16 per year -- a very substantial revision.

17 There was also a revision update in the

18 figures for tile LEC industry. In the study that I filed

19 in May of 1994, the figure for LEC total factor

20 productivity growth over 1984 to 1992 was 2.6 percent

21 per year. With the revisions and the update through

22 1993, that figure was revised downward slightly from 2.6

23 percent per year to 2.4 percent per year.

24 In the original study, the differential was

25 2.6 percent for the LECs minus .9 percent for the U.S.

26 economy, 2.6 minus .9 is 1.7 percent per year. Each of

27 those components was revised. The LEC number was

28 revised downward by 2/1Oths. For the U.S. economy, the
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number was revised downward by 6/lOths of a percent and

2 the overall result was the estimated TFP differential

3 went up from 1.7 percent to 2.1 percent per year.

4 And that was the basis of my filing to the FCC

5 in January of 1995, and that updated study is the basis

6 for -- one of bases for my testimony here.

7 Q Okay. The modification of the U.S. economy

8 number from .9 to .3, that was done by BLS; right?

9 A That's correct.

10 Q You weren't involved in the calculation of

11 that number?

12 A I was not.

13 Q Would the number of .3 provided by the BLS

14 have applied to your original study even if you had not·

15 done an update on the LEC numbers?

16 A I don't remember whether it would be

17 exactly .3, but it would be approximately by .3.

18 Q Would you -- when you provided the 1993 update

19 to the FCC in January of this year, there were results

20 in that revised document that were based on a number of

21 data changes concerning each or some of the individual

22 LEes that had been studied; is that right?

23 A That's correct.

24 MR. FABER: I want to provide you with two

25 documents because they are going to require that I ask

26 you some questions out of both.

27 First is a set of data requests and responses

28 that we -- well, the request we submitted to Pacific
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Bell and the responses came from Pacific Bell. And

second is a document dated February 3rd, 1995

transmitting certain information to the FCC.

Can we go off the record for a m~ment, your

Honor?

ALl REED: Off the record.

(Off the record)

AU REED: On the record.

MR. FABER: Your Honor, I have distributed copies

of two documents. I'd like to have the fIrst marked

CCLT First Set'of Information Requests marked as the

next exhibit in order.

AU REED: It will be marked for identification as

Exhibit No.8.

(Exhibit No. 8 was marked for
identification.)

MR. FABER: I'd like to have the document which

comprises a letter to the FCC from the USTA dated

February 3ed. 1995 with attachments marked as the next

exhibit please.

AU REED: It will be marked for identification as

Exhibit No.9.

(Exhibit No.9 was marked for
identifIcation.)

MR. FABER: Can we go off the record one more

time?

AU REED: Off the record.

(Ofr the record)
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